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THE UNSEEN FOUNDATIONS OF SOCIETY. 1 

IN this substantial volume of six hundred pages, the Duke of 
Argyll reviews the doctrines of English political economy and 
seeks to point out certain fundamental elements of truth which have 
been neglected or, at least, inadequately handled. He confesses that 
he had always felt that the old orthodox economists never really 
"touched bottom." He felt that on superficial facts and shallow 
motives they reared too heavy a superstructure of dogma. 

Conclusions were reached which contradicted glaringly the actual expe- 
riences of life, because they were founded on abstract conceptions and 
propositions which were badly abstracted and largely composed of hollow 
phrases or ambiguous words. The whole system of the school of Mill and 
Ricardo seemed to be an artificial world, with only a few points of contact 
with the world of nature and of life. 

Now, at last, he has joined "those younger writers who have 
rebelled against an authority which had been too long and too 
uncritically admitted ; " and in this book he seeks to aid in 
rebuilding a "structure which has been sorely shattered." 

Such is the author's own idea of his work. 

Far different is the idea a reader gets of it. That the Duke of 
Argyll has fallen out with the old economists there is no denying ; 
but it is doubtful if he can be said to belong, in any sense, to the 
new school of writers. Some of the admitted characteristics of 
the new school are distrust of "the jargon of 'natural liberty' and 
' indefeasible rights ' " ; rejection of the laissez-faire philosophy ; 
abandonment of the faith in the identity of private and public 
interests ; subordination of the individual point of view to the social 
point of view ; greater confidence in positive law and institutions ; 
and recognition of the high ethical task of economic science. With 
none of these tendencies is the duke in sympathy. His only touch 
with the new school is his distrust of over-hasty abstractions, and 
his faith in " views derived almost entirely from the observation of 
facts in the business transactions of life . . . ." The book has, in 

1 The Unseen Foundations of Society : An Examination of the Fallacies and 
Failures of Economic Science due to Neglected Elements. By the Duke of 
Argyll. London, John Murray, 1893. — 8vo. xx, 584 pp. 
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fact, no real affiliation with the new economic tendency, but is rather 
a defense of reactionary economic individualism, called forth by the 
growth of economic radicalism in England during the last dozen 
years. It has the intellectual ear-marks of the Liberty and Property 
Defense League. Instead of being the product of the critical spirit 
of science, it is the outcome of the practical instinct of self-preserva- 
tion. Throughout the book there is the note of alarm at the 
menacing attitude that later reform movements assume toward property 
and vested interests. The dispassionate, judicial air of the beginning 
soon yields to the anxious special pleading of the great landowner 
and capitalist. 

From such a production we must not expect too much. The 
Duke of Argyll has read too scantily in recent economic literature, 
is too unfamiliar with newer economic analysis, and has too little 
disinterested regard for economic science, to enlarge our knowledge 
greatly. At the same time, the tempered abilities of the duke as a 
critic and disputant, his historical erudition, his philosophical 
acumen, and his closeness to the facts of business and industry 
make many of his criticisms well worthy of attention. These 
warring qualities conspire to bring forth a large, unsystematic work, 
full of keen observations, faulty analysis, suggestive history, sophis- 
tical special pleading, instructive illustrations and confused thinking. 

The book opens with three chapters devoted to criticism and 
definitions. Here the duke proposes that in the formula which 
specifies the sources of wealth, " land, labor and capital," be 
replaced by "mind, matter and opportunity." The distinction 
between productive and unproductive labor is very properly shown 
to be unscientific and valueless. Six chapters are then given up to 
tracing the development of property and showing the role played by 
possession or exclusive use. By a historical review the duke seeks 
to establish that private property is an indispensable condition of 
prosperity, and that wealth abounds most where possessory rights 
are most sharply defined and most sacredly respected. He aims to 
prove that the individualism of English law has been fruitful of 
economic benefits wherever it has supplanted native communal 
institutions. 

The duke then takes up and subjects to searching criticism the 
Ricardian doctrine of rent. As this chapter has already called forth 
a reply, ! it will not require extended notice here. Rent he regards 
as the price of hire. It is needless and unjust to set up a special 

1 On Rent: Prof. Marshall in the Economic Journal for March, 1893. 
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theory for the hire of land. Although land cannot be increased in 
quantity at will, neither can horses, steam-engines or opera boxes, at 
a given place or time. The duke denies the proposition 
that rent is not a part of cost and does not enter into 
price. Of course the thought here is that rent does not enter into 
the price-fixing cost at the margin of cultivation. Compare this 
with the caricature the duke has made of it : " It is the much- 
vaunted result of that theory that the rent which a farmer of 
agricultural land pays as the price of its hire ... is no part of the 
cost of the crops he may raise upon it." That is, he supposes 
economists are talking of particular cost instead of price-fixing 
marginal cost. It has been recognized by economists that the 
various uses of land so succeed and overlap one another that the 
margin for one may well be intra-marginal for another. The 
marginal wheat-raiser, in order to get the land he needs, may have to 
pay the rent it would command from the cattleman. This connection 
of uses and superimposition of rents is recognized by Professor 
Marshall, when he says that the doctrine that rent does not form a 
part of cost is not true of particular crops, but only of agricultural 
produce " taken as a whole." This the duke regards as a fatal 
admission, inasmuch as what is false " as applied to each separate 
item in a long list of particulars," cannot be true "when applied to 
the whole of these items grouped together." But is this so ? It is 
true, for example, that in the state the actions of the citizens, taken 
individually, are determined by the laws. No less is it true that the 
actions of the citizens, taken as a whole, determine the laws. 

The theory of rent demolished, our author passes on to the cost- 
of-production theory of value, in which the fallacies of the rent doc- 
trine inevitably reappear. Here the duke mistakenly interprets as a 
theory of market value what claims to be a theory of normal value 
to which market values tend. It is easy then for him to show that 
in the case of a sudden increase of population the price of food does 
not go up because of a greater marginal cost, but because of the 
accession to demand. Price advances before the resort to inferior 
conditions of cultivation. The higher price is, therefore, the cause 
and not the effect of the costly extension of supply. Now while 
this is perfectly true, it does not overthrow the old doctrine, since it 
introduces dynamic conditions, while the cost-of-production theory 
has been wrought out for values under statical' conditions where an 
equilibrium has been reached. To point out that values can not be 
coupled even with marginal cost so long as movement continues, is 
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perhaps to limit the cost-of-production theory, but hardly to over- 
throw it. 

But the author exposes himself to far greater criticism when he 
stigmatizes the whole doctrine of marginal cost as " absurd." That 
the cost of the marginal portion should be the normal value about 
which market values play, seems to him as paradoxical as that the 
whole burden of the camel should be credited to the "last straw 
that breaks the camel's back," or that the last half-pound of steam 
should be regarded as the pressure that causes the safety valve to 
lift. 

And so we see that even if it had been true that the rising price of corn 
had been due, which it was not, to the rising cost of cultivation, it would be 
equally absurd to debit the value of the whole supply to the latest and most 
costly addition to that total. 

Here we have a most remarkable instance of defective analysis. 
Throughout the book nothing is plainer than that the author is 
totally unacquainted with the newer analysis of the market that has 
done so much to make economics a science. A little more study 
of the unseen foundations of market price would have aided in no 
small measure the search for " the unseen foundations of society." 
To the " practical man " it does indeed seem hard that all the goods 
exchanged in the market should have to submit to the tyranny of 
the uniform market price. It outrages his sense of justice that the 
valuations of the marginal unit should so prevail over all other 
valuations. It seems absurd and repugnant to his common 
sense that in an isolated market it should make no difference what- 
ever how much or how little the valuations of intra-marginal sellers 
are below the marginal valuation, or how much or how little the 
valuations of the intra-marginal buyers are above it. Yet these 
things are so. Stumbling-block and paradox though they be to the 
tyro, they exist and must be reckoned with. The monstrous despot- 
ism exercised by the marginal portion of normal supply in the matter 
of price-fixing may be manfully grappled with, but it is not by lessons 
learned from proverbial camels and lifted safety-valves that it will be 
overthrown. 

The author next dwells on that 

monstrosity of pretended science — that the price of all commodities is 
regulated by the cost of the worst and most expensive agency employed in 
its production. The truth of the exactly opposite proposition is a matter of 
continual and familiar experience and observation [With improvements in 
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production] the exchangeable value of every article or commodity is always 
seen to be regulated by the best and cheapest, and not by the worst or dear- 
est mechanism of production. 

Here again the criticism limps. Reference to later economic 
authorities would have shown the duke the needlessness of re-expos- 
ing the errors of the Ricardian economics, and would have relieved 
him from the task of issuing forth as a Don Quixote of economic 
science to level his lance at harmless wind-mills. Here as before he 
requires the marginal-cost theory to justify itself as a theory of 
dynamic values, although it never pretended to be aught but a doctrine 
of normal or statical values. It is certainly true, as the duke con- 
tends, that in the struggle of old methods of production with new, 
not the unfittest, but the fittest survive. When the struggle results 
in the survival of one, it is the cheapest and not the costliest that 
survives and fixes the value of the product. But suppose it is 
impossible to supply the market by the cheaper method. Suppose 
that both methods must survive in order that supply may be sufficient. 
In that case value will ignore the cost of the cheaper portions of 
necessary supply, but will come into relations with the cost of the 
more expensive portion. When, therefore, the dynamic influence is 
spent, when the equilibrium is restored, when competition, having 
worked itself completely out, has resulted in the survival of methods 
implying different costs, then the law of greatest cost as accurately 
expresses the tendency of values as did the law of least cost during 
the struggle of methods. 

In spite of the mistakes and misconceptions just noticed, the duke 
in his pregnant chapter on "The Development of Speculative 
Fallacies " presents us with an original line of thought well worthy 
of our attention. He shows how, with the development of economics, 
the analogy between rent and other forms of profit led men to notice 
that " advantage, whether natural or acquired," or " any difference 
in favor of certain producers " or of " production in certain circum- 
stances," becomes the source of a gain governed by the same laws 
as rent. This is 

a generalization which identifies the economic position of every man who 
rises in the least degree above the dead level of those around him, even in 
respect to the natural gifts of mind and character, with the position of every 
other man who has any other possession of any other kind having the same 
effect of conferring upon him some industrial advantage. 

Thus no sooner do we reach the idea of differential advantage 
than the insidious and dangerous implications of the Ricardian 
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doctrines of rent and value come to light. For when we separate 
the hire of land from the hire of other productive instruments, such 
as horses, implements, etc., and set up the proposition that rent forms 
no part of the value of agricultural products, we virtually deem that 
value to conform to the cost of production at the no-rent margin of 
cultivation. From this we reach the law that normal values tend to 
conform to marginal cost. The income of a producer enjoying a 
differential advantage may be divided, therefore, into an earned por- 
tion, corresponding to what he could secure at the margin, and an 
unearned portion, due not to any contribution to cost, but to the 
possession of an advantage. This distinction becomes most danger- 
ous when applied to economic rewards. For only the reward of the 
dead-level ordinary man working without any advantage whatever 
can be said to be earned. Whatsoever exceeds this is of question- 
able origin. The marginal-cost doctrine therefore traverses the field 
of value with a line of demarcation. All below this line is just and 
well earned. All above this line may be suffered as a matter of 
vested right or expediency, but cannot have the ethical backing of 
the earned portion. In consequence, 

the lines of insidious suggestion which radiate in many directions from the 
Ricardian doctrine as from a common center, must lead to jealousy and 
dislike in the heart of every man who sees another man with any advan- 
tageous difference over himself — however purely innate and therefore 
divinely given, or however meritoriously attained that difference may be. 
Thus possession in all its forms becomes an object of hatred, along with 
every institution which gives freedom to men and recognizes the results due 
to the inborn inequalities and varieties of their nature. 

I regard as of immense importance the result arrived at by the 
duke. It is my conviction that, unknown to its supporters, the cost 
doctrine of value all along contained a germ of ethical implication 
capable of great development. It was impossible to set up cost as 
the standard of value without at the same time calling attention to 
the exceptions to this standard. This prepared a line of cleavage 
when the question as to the just distribution of wealth became a 
burning one. While later economists, in order to square theory with 
fact, are explaining value by utility and limitation of quantity, the 
cost concept is being taken up into the ethical consciousness and 
made the standard for values " as they ought to be." Only since 
the modern movement against private property in land began, have 
the implications of the British value doctrine come to light ; but already 
alarmed individuals are abandoning English economics and hastening 
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to take refuge with the Bastiat school of economists. More than 
once has this significant exodus come to the notice of the writer. 
That this uneasiness is due not to the theoretic unsoundness, but to 
the embarrassing practical implications of English economics, is 
shown by the ignorance the apostates display regarding the new 
doctrines that, in the estimation of scholars, have done most to 
amend the shortcomings of the orthodox system. 

After his critique of Ricardian doctrines, the duke pays his 
respects to Mr. Henry George — the man who gave the Ricardian 
rent theory a turn most unpleasant to British landlords. The dark 
picture of American conditions that Mr. George shows is, the duke 
complacently argues, a plain confirmation of the Malthusian 
proposition, which he considers " one of the most clearly ascertained 
of the facts of economic science." The wickedness and corruption 
of American democracy, especially in cities, shows how unfit are our 
governing bodies to administer land as communal property. The 
proposition that land should not be paid for, but simply taken, is a 
piece of gigantic villainy. The movement to socialize land is a case 
of Ahab lusting to get Naboth's vineyard, "the inheritance of his 
fathers." Touching picture, this ! Naboth, the British landlord, 
clad in smock and armed with mattock, toiling in his vineyard, and 
the rich, despotic Ahab-Demos pouncing down and seizing his 
little property ! This, taken with the other Biblical allusions that 
abound in the book, would seem to indicate a clever attempt to 
exploit the well-known Hebraism of the British Philistine in the 
interest of the imperilled landlords. 

After reviving the hoary fallacy that luxury makes work, in 
describing an American millionaire who, in building his palatial 
mansion, " had spent among the artificers of that city a great sum of 
money, and had, in the same proportion, contributed to the only 
employment by which they live," the author passes on to the wage- 
fund theory. He rejects this doctrine and prefers to the idea of a 
fixed fund, the later notion — that of a flowing stream of goods from 
which all particular incomes are derived. But what importance the 
employer loses by the concession that wages are paid out of product, 
is immediately restored to him by the duke in his analysis of the 
entrepreneur function. He agrees with the French and later American 
school in magnifying and even glorifying the captain of industry. 
To conceive the source of wages as merely a stream of commodities, 
is too " materialistic and mechanical." Speaking of a certain 
manufactory of chinaware, he holds : 
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The real wage-fund was, first, the brain-work of the original conceiver of 
the whole design ; secondly, the brain-work of the capitalist who estimated 
the degree of confidence to be placed in his conception ; and, thirdly, the 
mental appreciation of the public as regarded the beauty of the ware. 

And so, in many enterprises, there cooperate the conceiving mind, 
the constructive mind, the risking and self-denying capitalist, and, 
lastly, the manual laborers, who, blind to all but the visible and 
material, are prone to exaggerate their own importance and overlook 
the contributions of the other cooperators. The laborers must be 
taught that in the brain of the conceiver lies the great source of 
their wages, and must abandon the dangerous fallacy that those who 
toil visibly with their hands are the just owners of the product. 

Now, the happy conjunction of conceiver, planner and capitalist 
that affords the laborer employment, presupposes, above all things, 
security. That is one of the " unseen foundations," because it 
conditions all Design. The undertaking of the typical modern 
industrial enterprise, implying, as it does, the coordinated and 
harmonious outlay of many large sums in special directions and 
in particular ways, through a long period of time, ere the hoped-for 
value can appear, presupposes a vast amount of anxious calculating 
to discover if the enterprise can be made profitable, and, if so, what 
methods lie along the line of least economic resistance. This, in 
turn, presupposes such calculableness in the problem as is afforded 
by abundance of exact data, permanency of properties and relations 
of the elements dealt with, and absence of unforeseeable and 
incalculable changes. Nothing, therefore, can be more needful to 
industrial health than to preserve the calculableness of the industrial 
factors. The liability of the conceiving mind to be paralyzed by 
uncertainty, has long been recognized in the popular phrase, 
" sensitiveness of capital." 

The duke's analysis of modern enterprise and his study 
of the functions of the entrepreneur are very fine, and consti- 
tute by far the most original and valuable contribution in the 
book. There is about it a touch with real life and a grasp of 
the concrete which dispose us to concede him his point. We must 
admit that the adoption of long-period methods, together with 
production on a large scale, lends greater importance to certainty and 
security. In other words, there is an opposition between rapid 
industrial advance and rapid political and social advance. For its 
maximum efficiency private enterprise requires unchangeableness of 
taxes, laws, institutions, relations and rights. 
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But is there not another "unseen foundation" — one which is 
endangered by pressing this doctrine too far ? The duke's " secu- 
rity" is, after all, nothing but the ancient conservative watchword of 
" order." He has simply traced for us the need of order in the 
industrial sphere. But by fixing our eyes on security we lose sight 
of progress. And it would be hard to prove that at the present 
moment civilized communities are risking security for the sake of 
progress. The cause of growth — of readjustment — is always 
unduly weak, because it must encounter not only those who, like the 
duke, idolize security, but also those who, from intellectual 
slothfulness or crass stupidity, cannot value either security or 
progress, but still fling their brute strength on the side of " whatever 
is." To press to its last consequence the theory of possession and 
security, would be fatal to growth and life. If the individualistic 
ethics of the Liberty and Property Defense League should prevail, 
the state — one of the chief organs of social progress — would be as 
helpless in the net-work of vested interests and individual rights as 
Gulliver in the toils of the Liliputians. If possession be suffered to 
lord it over other canons of right, every avenue of progress will be so 
choked by a thicket of private claims for compensation and damages 
that each step will cost more than it is worth and reform will become 
impossible. When the day comes that the process of healthful 
readjustment is halted by the accumulation of impudent and 
exorbitant claims resting on no support other than prescription or 
possession, the upburst from below will show that security and 
possession are not the only " unseen foundations of society." 

But it would be easy to prove that a society recognizing the 
exclusive sacredness of possession and of contract would be far 
from realizing security. What the duke values so highly is 
possessor's security ; for his political economy is, after all, nothing 
but economics for the landowner and capitalist. As to the insecurity 
that is really menacing in our day — the precariousness of employ- 
ment, of livelihood, of support for old age, of freedom from 
employer's dictation — the duke has no word. Security would 
appear to be something invented for the holders of tangible property, 
but not for the owners of skill, experience or labor power. It is 
something very necessary for those already most secured against the 
ills of life, but quite superfluous for those who already bear the main 
burden of pain and uncertainty entailed by our industrial system. 
Taxing each according to product guarantees security, while 
shifting the burden to the holders of unusual natural opportunities 
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endangers security and undermines the "unseen foundations of 
society!" 

The duke next takes up the problem of monopoly. He says : 

Monopoly is that system under which the possession of commodities docs 
not carry with it the right to the possessors to deal with their own goods as 
they choose. [It means] an exclusive right of dealing in any article ; which 
right is given to men to whom the article does not belong. ... It is the 
purchaser who is the monopolist, in virtue of his privileged right, artificially 
created, of purchasing at preferential rates. . . . There can be no such thing 
as a " natural monopoly." The very phrase is a contradiction in terms. 

The essence of monopoly is something artificial, viz., privilege. 
Monopoly implies " restraints, artificially imposed, for the purpose of 
preventing the automatic movement of natural values." Judicial 
rents, legal prices for gas, " commission " rates for railroads and 
elevators would come within the duke's definition. On the other 
hand, there would be no monopoly element in the natural charges 
for transportation, gas, ferriage, wharfage, coal or oil. 

All this pains to divorce the odious word monopoly from 
something the duke justifies, and to attach it to something he 
strongly dislikes, is a very clever diversion in favor of laissez-faire 
individualism. Holding the doctrine of value he does, the duke 
should defend and justify that category which men have distinguished 
and named " monopoly value." But, instead of breasting the current of 
feeling against non-competitive values, he seeks to turn it aside by 
affixing the word monopoly to all interferences of the state with 
natural supply-and-demand values. This strategy, however, will not 
avail him. Economists will not suffer him to mask his doctrines by 
playing fast and loose with settled economic terms. 

The law of supply and demand, as developed into the law of 
marginal utility, is the accepted law of market values. On seeking 
the normal values to which these tend to conform, two laws are dis- 
covered — the law of marginal cost and the law of monopoly. The 
former prevails with competition ; the latter where competition is 
absent and supply is controlled by a single will. Under these 
conditions market values tend to conform to the rate that will afford 
the monopolist the maximum net revenue. Owing to the independ- 
ence of demand, this fixing of exchange rate can be effected only by 
control of supply. The essence of monopoly as an economic fact is 
therefore limited supply, as contrasted with the normal supply that 
results wherever there is free entrance of productive powers into 
the given area of production. 
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Now this conception is valuable to economists, inasmuch as it 
unites a number of related phenomena having laws and peculiarities 
of their own. But the conception of monopoly which the duke offers is 
economically worthless. It is a political, not an economic category. 
It sunders like economic phenomena and unites those economically 
unlike. A disturbance of natural values by legal interposition is 
monopoly, but the same disturbance effected by the demoralizing 
and unscrupulous measures of an aggressive " combine " is excluded 
from the definition. On the other hand the relief given to a people 
by the fixing of reasonable rates by a railroad commission, is classed 
with the odious privileges once granted by reckless kings to favorite 
courtiers. 

From the point now reached we can glimpse the trend of individu- 
alistic economics. The duke calls Henry George a "preacher of 
unrighteousness " such as the world has never seen. Henry George 
points out that there is one great element of income for which no 
real service is rendered, viz., economic rent, and reasons that there- 
fore this should be enjoyed by the community. Now comes the Duke 
of Argyll to show that differential advantages and the gains there- 
from are everywhere. Therefore we must throw away the concept 
of cost, blot out the words "earned" and "unearned," and no more 
inquire what services men render for what they receive. Since we 
cannot bring values to conform wholly to sacrifices, let us utterly 
surrender ourselves to their blind drift. Since men's rewards can- 
not be made proportionate to their services, let us cease hoping for 
any degree of correspondence. Let us re-define value so as to avoid 
troublesome collisions with ethics. We will deem righteous and 
sacred all values that are " natural," and wicked all values that have 
been " interfered with " by law. We will hold in the odor of sanctity 
all interferences by private rascality for selfish gain, but will anathe- 
matize all interferences by the public power for the common weal. 
The desperate devices of banded commercial pirates to check the 
flow of productive powers and create artificial scarcity, we shall 
regard as "free enterprise "; while the effort of the state to clear away 
these obstructions is " monopoly." 

In view of the moral indifferentism of these new doctrines, may it 
not be possible that when society has done as much to bring men's 
rewards to correspond to their deserts as it has done to make their 
actions conform to their rights, the Duke of Argyll, and not Henry 
George, will be deemed the " preacher of unrighteousness " ? 

Edward A. Ross. 



